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Accounting Policies in the Light of the New Deal’ 


By J. W. Ottver, Secretary 
The Linen Thread Company, Inc. 


INCE “accounting policies” is such a broad subject, I shall discuss taxa- 

tion as it affects the accounting system, which heretofore has been left 
too much in the background. The easiest way for me to discuss the subject 
of financial policies is to talk in terms of the function of the man usually 
heading that division of the organization; namely, the controller. 

Too frequently the relationship of the controller to management has been 
narrowly defined by pointing out his primary function in the preparation 
of factual data necessary for the management, having only in mind financial 
reports, sales reports, cost reports, etc. A few years ago this less compre- 
hensive description of the man at the head of the accounting department 
sufficed. Until then, however, the question of taxation was only a matter of 
secondary importance. Today it is the paramount question and vitally 
affects the financial policy of corporations. 

Before entering upon a brief description of the tax problem as it affects 
the controller and as it affects the financial management of the company, I 
shall quote an outstanding economist in answer to a letter inquiring as to 
whether or not taxation should be recognized as one of the most important 
matters facing management today. His letter reads in part as follows: 


“I do not think it is putting the case too strongly to say that taxation is perhaps the 
most important single factor bearing upon the future of American business and social insti- 
tutions. Under the guise of the New Deal, we are building up a structure of debt which 
can be validated only through confiscatory taxes; but if our taxes reach the theoretically 
necessary point to bear our burden of ever increasing public expeditures, than we shall 
have sunken to the low standards of living common in European industrial countries.” 


_* Presented at the A. M. A. Annual General Management Conference held at the Hotel Pennsyl- 
vania, New York, May 24 and 25, 1934. 


The object of the publications of the American Management Association is to place before the 


members ideas which it is hoped may prove interesting and informative, but the Association does not 
stand sponsor for views expressed by authors in articles issued in or as its publications. 
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The burden that faces us at the moment is largely that of paying the 
fiddler for the dance we had in 1929 and prior. But it must be admitted 
that the debt structure now being created will have an immense effect upon 
business in the future, and I am afraid that too few of us recognize the 
difficulty business will face in years to come when we go to pay for the fes- 
tival now existing. 

Perhaps, also, too few of us recognize the particular reason why this 
burden is going to fall largely on industry. When you consider that hitherto 
approximately four-fifths of the cost of state and local government has been 
met by property taxes and that the property owners are unable to bear any 
further burden, you will then see that the increased burden must be paid 
from the proceeds of individual income taxes, inheritance taxes, or business 
taxes. There is a saturation point with regard to taxing personal incomes, 
which I believe has been about reached under our present state and federal 
taxing laws, so any increased burden must be levied upon inheritances or 
ordinary business. For the inheritance taxes to give substantial relief to this 
burden would mean that within the next few years all of the wealthy citi- 
zens of the country must die. Not expecting such a sudden change in the 
mortality rate of the wealthy, it therefore seems that business taxes in some 
form—that is, business income, franchise, license, or sales taxes—must bear 
the brunt of the increased load for the next generation. 


Knowledge of taxation a prerequisite to the controller 


With the various states and the federal government having reached the 
limit in extracting revenues from the most common sources, we find at 
present a series of the most complex laws that vitally affect the operation of 
every form of business. In some corporations where they maintain factories, 
sales organizations, warehouses, and administrative offices in many different 
states, it is estimated today that about half of the entire accounting cost is 
the result of the required data for the determination of tax liability. In 
many of the larger corporations, the legal department has accepted the respon- 
sibility of looking after the tax matters, and in too many cases the controller 
feels that he is relieved of this obligation, so all he does is supply information 
when called for by the legal department. This, however, places the controller 
under a handicap because, in setting up his accounting system, he, not 
being a tax man, gives first consideration to what was, prior to the incep- 
tion of the complex taxing era, regarded as managerial information, taking the 
tax requirements as a secondary function. The controller in order to per- 
form his function more efficiently should have a fair knowledge of taxa- 
tion, and should recognize that taxation is a problem to be met by the ac- 
counting department just as much as any other problem in his company. 
I do not mean by this that the controller should supersede the lawyer, but ! 
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do believe he could do a better job with a fair knowledge of the tax ques- 
tions, including federal and state, as well as local. 


All forms of taxation have a distinct bearing upon the accounting 
system 


Scarcely any of us fail to recognize that we must arrange our accounting 
system so as to provide readily the particular classifications of income and 
expenses as called for on our federal income tax returns, regardless of 
whether or not we show similar classifications in the periodical reports to the 
management. However, corporate state taxation is many times more difficult 
than federal. This is so because of the limitation placed upon the states by 
reason that regulation of interstate commerce is solely a prerogative of the 
federal government. Consequently, it has been held that states cannot tax 
interstate commerce ; thus, the states, in order to secure their pound of flesh 
from corporate business, have enacted laws and set up formulas for deter- 
mining the proportion of income earned in the state or the proportion of 
capital taxable in the state which take into consideration various yardsticks, 
such as assets within a state as compared with total assets, intrastate sales 
as compared with interstate sales, labor and salaries paid within a state as 
compared with all labor and salaries, average accounts receivable arising from 
sales made within a state as compared with all accounts receivable, etc. 

These are the factors that the average accounting department is not de- 
signed to afford readily and which necessitate a vast amount of reanalyzing 
of book entries in order to comply with state requirements, and which should 
be provided in the books by regular classifications of accounts so as to be 
summarized readily without detailed analysis. Let me cite a case in point: 


1 know an organization that not long ago maintained a sales branch in 
the State of Ohio. The state tax law as it existed at that time was designed 
to tax the capital employed in that state measured by sales within the state 
as compared to sales without the state, plus a few other minor factors. The 
accounting system as designed for management, however, showed only the 
sales attributable to that particular branch operating in the state, which in- 
cluded ultra-state activities. In fact, the particular sales credited to that 
branch represented shipments made into seven or eight other surrounding 
states and consisted largely of sales made directly from factories outside 
the Ohio branch territory to customers within the territory—either in the state 
or in surrounding states. 


Under the particular law, the only sales that could be considered by this 
yardstick for measuring taxable capital were those defined as intrastate busi- 
ness. The definition of intrastate business was held to be shipments to cus- 
tomers within the state from stock carried in the state. This particular 
corporation shortly thereafter, in setting up its mew accounting system, in- 
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stalled a tabulating machine whereby intrastate sales were recorded as a 
sub-classification, and it became an easy matter to determine the exact amount 
of sales which constituted the legal basis for determining tax liability. And 
the first year after they were able to prepare readily and definitely the intra- 
state business and use that as the proper factor, the annual state tax bill was 
reduced 95 per cent. 

This same corporation, within two years after it had availed itself of all 
these opportunities of using the minimum yardstick for measuring its state 
taxes, found that the savings in state taxes more than offset the entire cost 
of this special accounting system, leaving all the other advantages, such as 
more comprehensive analyses that were more ey and more promptly 
prepared, to cost less than nothing. 

It is my opinion that every controller Dhcead periodically discard his 
entire accounting system (not literally speaking, but for the purpose of 
proper revision) and set down all the particular requirements of his account- 
ing system, and then start anew. By this I mean that he should determine 
the cost information required for management, the financial information re- 
quired, special sales statistics required for the selling department, and the 
various forms of information required for federal, state, and local govern- 
ments ; and then he should proceed to lay out his accounting system to meet 
properly all these objectives concurrently, instead of having to waste so much 
time and expense reanalyzing that which has already been entered on the 
books. 

Furthermore, the controller, in preparing the financial history of a cor- 
poration, should invariably record as one of his administrative costs the 
expense of determining tax liability. Let any controller summarize through- 
out his entire organization the cost of preparing the necessary data, paying 
the legal fees, traveling expenses, etc., in connection with complying with 
federal, state, and local tax requirements, and he will be astounded at the 
result. In addition to this, the management of every corporation should be 
well informed not only as to the total tax the corporation pays to govern- 
ment, but the total indirect tax it pays through complying with the require- 
ments. Not until the leaders in industry are better posted in this regard can 
we expect them to play an important part in urging more uniform tax legis- 
lation, coordination, and simplification. 

Another point about this study is that the average controller, when he 
finds how much his company is paying in this form of indirect tax, will 
begin improving his accounting system so as to facilitate the preparation of tax 
data. We have heard considerable in the past about revising the cost account- 
ing system, but too little about providing an adequate tax accounting system. 

In the Linen Thread Company we have made a brief study of the cost of 
determining tax liability, and in some instances we have found that the indirect 
cost is as much as ten times the amount paid to the state. We have also found 
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that the total cost of complying with state and local taxation is about two 
times as great as the cost of complying with federal tax laws, not including 
the new kinds of taxes imposed by the Agricultural Adjustment Act. 


Corporate structure as it affects tax liability 


The complete corporate set-up of a company or group of affiliated com- 
panies should be reviewed every few years for the purpose of determining if 
it is the most economical in its arrangement from a tax standpoint. Many 
controllers are entirely too timid about telling the president that he should 
or should not have such and such a corporation, or that the complete capital 
structure should be changed. These comments, of course, are directed to the 
corporations operating a group of affiliated companies wherein bond hold- 
ings, minority stockholders’ interests, etc., are not an insurmountable problem 
in connection with making corporate changes. 

There are many corporations in existence today that were created many 
years ago when there was a particular tax advantage, or requirement, that no 
longer exists. Prior to some recent court decisions giving the state tax 
commissions the right to look beyond intercorporate agreements and disre- 
gard subsidiary corporation bookkeeping, it was found advantageous to have 
separate corporations in the particular industrial states where corporate tax- 
ation was a vital factor. Today, however, in many of these states the tax 
commissioners refuse to accept the bookkeeping entries on the particular 
domestic corporation’s books as representing the true basis of taxation. They 
say: No, we are not interested in what the books of the subsidiary show. 
Bring in your consolidated federal tax return (of all companies, wherever 
located) and let us make a proper appraisal of the activities of this state in 
relationship to the company as a whole. 

And yet, even though the taxpayer has been defeated year in and year 
out, many of these subsidiary corporations exist today simply because the 
controller or some other responsible individual in the organization who 
should have the proper knowledge of taxation has not pointed out to the 
management the absurdity of continuing the corporate existence of such sub- 
sidiaries. It is appalling to think of the useless intercompany bookkeeping, 
minute books, corporate stock books, and other perfunctory records that 
are kept as a result of these ineffectual subsidiary companies today. 

On the other hand, there are some particular instances where, regardless 
of this situation that I have just described, separate corporations are advan- 
tageous. The passage of the 1934 Revenue Act, however, has rendered the 
death knell to the consolidated federal income tax return, so we should ex- 
pect to see within the next few months a vast amount of subsidiary disso- 
lution and general reorganization of the corporations of the country. This 
is so because of the impracticability of running an accounting system or oper- 
ating under any series of intercompany agreements that will guarantee uni- 
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form income among the subsidiaries to the extent that they will not suffer 
by having to file individual federal tax returns. 

Let us take the situation of an affiliated group of five corporations here- 
tofore having a right to file consolidated tax returns. Especially if these 
companies are manufacturing somewhat different products or selling them 
through different sales outlets, it is difficult to operate under any predeter- 
mined arrangement whereby they will all make proportionately equal profits 
or losses. Hence, we may assume that three of these corporations will show 
taxable earnings of a total of $1,000,000 and the other two show taxable 
losses of $400,000, the combined effect of which is a $600,000 consolidated 
profit. Under the 1934 Revenue Act, the three companies will pay a tax on 
their million dollars income without any deduction for the loss of the other 
$400,000 ; so, in effect, by not operating as a single corporation, this group of 
corporations would pay approximately $50,000 more federal income taxes 
than it would as a single company. 


Need for more uniform method of taxation and the part that management 
should play in obtaining unification. 


The analysis on our part showed that in the preparation of many state 
tax returns, even though we do nothing more than barely meet the state re- 
quirements, we pay indirectly considerably more than the states derive from 


our activities. 

The Linen Thread Company, Inc., operated, until last year, a chain of 
affiliated corporations, and with one of its smallest corporations having re- 
duced its activities almost to the limit, it filed its tax return in a certain 
Eastern state strictly in accordance with all requirements. The tax commis- 
sion, however, upon noticing to what extent the tax liability was apparently 
decreased over the preceding year, took a skeptical stand as to the particular 
return. Hence, they wrote us a letter which said, in effect: The casual exami- 
nation of your report indicates to us that through your accounting with other 
affiliated corporations, you have distorted your figures for the purpose of 
avoiding state taxation. To this we replied that it was simply a case of 
having reduced our activities in that particular state. But nothing would do 
but that we must supply supplementary information which showed the par- 
ticular details of every intercorporate purchase or sale, giving the cost price 
and the fair market price of each transaction, and various other data. Know- 
ing the Tax Commissioner quite well, I took it upon myself to write him a 
personal letter protesting against this burden. His answer was somewhat 
like this: You must realize that I cannot stand in the way of my department 
making such investigations as they see fit. Consequently, the only thing I 
can say is to give them the information they request, but when they are all 
through with you, if you are dissatisfied with the tax, come to me and I will 
see that you receive justice. When this information was prepared, it took 
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a schedule of about thirty-nine pages of single spaced typewriting and repre- 
sented a total cost to us, in the way of clerical salaries, etc., of over $2,000. 
After the department had thoroughly reviewed it, they came to the same con- 
clusion that they should have come to in the first place; namely, only a mini- 
mum tax was applicable, and the tax bill was rendered for fifty-eight dollars 
and some odd cents. 

It is my opinion that many corporations have shifted income in such a 
way as to warrant the investigation that the various tax commissions are now 
making, but it all seems to prove that our entire tax system, so far as it 
affects business, should be molded anew, letting the federal government tax 
in the particular fields wherein it is best fitted to administer the tax, and 
letting the local governments tax in some other fields—staying out of the 
ones in which the federal government is administering the tax. It is obvious 
that the states must secure sufficient revenue from other sources to relieve 
the present staggering burden on real estate owners, but they are not equipped 
to tax business, and in my opinion the states should withdraw from the field 
and pool their interest with the federal government, letting a central agency 
collect a manufacturers’ excise tax at the source and pro rate it to the various 
states. In this way we should have absolute simplification, unification, a vast 
decrease in tax administrative cost, and a great relief to the present overhead 
of the average corporation. Inter- or intrastate commerce would not be a 
problem. Thus state boundary lines would cease to complicate the entire field 
of business taxation. 

I am not insensitive to the fact that many people are opposed to further 
strengthening the federal government. The general cry is against bureau- 
cracy, but in my opinion one bureaucracy is better than forty-nine. Further- 
more, I do not believe that states’ rights is a question of paramount importance 
here, because the states, by withdrawing their present irksome systems of 
business taxation and pooling their interest with the federal government in 
a simplified form, would receive more revenue with perhaps less cost to the 
taxpayers, and they would still be able to spend this money in any way they 
saw fit without sacrificing any of their prerogatives. 

In conclusion, I feel that it is time management in general took cogni- 
zance of this entire tax program and lent its influence toward the initiation 
of federal laws that would bring about a more stable condition, aiding in 
recovery to the extent of saving local units of government from bankruptcy 
and protecting our savings institutions, insurance companies, etc., whose in- 
vestments are largely in municipal securities. It is most appalling to find in 
many states that close to 50 per cent of the entire realty is in arrears in its 
tax payments and that a vast number of local units of government have gone 
bankrupt in the last year. Recovery, in my opinion, is dependent upon a more 
stable taxing program for the nation. 
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The Outcome of the Machine Age and 
Unemployment 


Briefly reviewing outstanding events con- 
tributing to the the rise of the machine age, 
the author, President, The Colonial Iron 
Works Company, speaks of machines as 
wealth producers: “That the preponder- 
ance of wealth of the present and near 
future is and will be created by the ma- 
chine instead of by human labor may well 
be considered a foregone conclusion. Po- 
tent evolutionary processes in our economic 
system are now beginning to function more 
than ever to take care of this circumstance, 
and if we study the situation we can readily 
see why we are on our way out of unem- 
ployment. ._ Since the machine produces the 
preponderance of wealth, it must necessarily 
follow that this same agency is the means 
of distributing that wealth so that its bene- 
fits are universally felt. The velocity of 
money circulation is, to some extent, now 
becoming accelerated and will become more 
so as our better distribution of wealth be- 
comes more perfected by way of the ma- 
chine. 

“The owners of machinery are, generally 
speaking, in a large sense, owners and 
stockholders of corporations who draw divi- 
dends. The money derived from these 
dividends is quickly put back into circula- 
tion by spending and reinvesting, often furn- 
ishing capital to finance other industries. 
This repeated turnover of wealth, acquired 
by the employment of machines, leads to 
the further demand for labor, tends to some 
extent to keep wages higher and keeps 
active industrial competition.” By Lionel 
M. Stern. The Iron Age, June 7, 1934, 
p. 16:3. 


Hours of Work and Recovery 


In this summary of fact and opinion are 
presented the main trends in the history of 
hours legislation in this country, the prin- 
cipal features of the recovery legislation and 
the industrial codes subordinate to it, the 
significant problems and experience which 
have developed, and the opinions of leading 
proponents or critics of the various prin- 
ciples involved. 

The memorandum does not lay down any 
conclusions as to the proper policy of gov- 
ernment. “It is believed, however, that any 
contribution to the intelligent consideration 
of the problem by industrial executives, 
labor officials, and those concerned in the 
determination of governmental policy should 
serve a useful purpose at this time.” By 
Eleanor Davis. Industrial Relations Sec- 
tion, Princeton University, 1934. 52 pages. 


New York Laws Affecting Business 
Corporations 


Containing the Business Corporations 
Law, the General Corporation Law, the 
Stock Corporation Law, the Membership 
Corporations Law and numerous articles 
and sections of other chapters of the Con- 
solidated Laws, relating to Business Cor- 
porations. Fifteenth edition, revised to May 
26, 1934. United States Corporation Com- 
pany, 1934. 484 pages. 


What is the NRA? 


A guide for study and discussion com- 
piled to assist in interpreting the program 
of the National Recovery Administration. 
Superintendent of Documents, Washington, 
1934. 29 pages. 
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Industrial Self-Government 


Four bulletins, each of which is devoted 
to a phase of code appraisal, have recently 
been prepared under the auspices of the 
United States Chamber of Commerce. Bul- 
letin No. 2 deals with the reemployment of 
labor; Bulletin No. 3 discusses the code 
with respect to price increase; No. 4 is 
concerned with the code and small enter- 
prises; No. 5 has reference to monopolistic 
practices. 

These bulletins, emphasizing the impor- 
tance of the Code Authorities, have been 
prepared in collaboration with business 
men’s organizations. Chamber of Com- 
merce of the United States, February 24, 
1934. 13 pages. 


NRA and Business Profits 


In jolting the NRA several weeks ago, 
the National Recovery Review Board, 
headed by Clarence Darrow, made certain 
findings, among which it was stated that 
small enterprises are unjustly handicapped 


by the codes. Taking this as his cue, the 
author compiled earnings figures for some 
forty-five industrial corporations—large, 
medium, and small—and his study shows 
that while the larger units apparently have 
fared better, small businesses suffered a 
shrinkage in profits. By Wadsworth H. 
Mullen. Barron’s, July 2, 1934, p. 7:1. 


What Kind of Job Do You Have? 


The author points out that it is well in 
these days for a young man to take stock of 
his surroundings, make an honest estimate 
of his ability to handle his present job and 
determine whether he is best able to serve 
his company in his present position. 

To analyze his job and its opportunities 
he should make a list of: 1. His duties; 
His responsibilities; 3. The working con- 
ditions of the job; 4. The qualifications the 
job requires; 5. The probation require- 
ments; 6. The promotion possibilities. By 
C. W. Foster. System and Business Man- 
agement, July, 1934, p. 326:2. 


FINANCIAL MANAGEMENT 


The Effect of Size on Corporate Earn- 
ings and Condition 

A new research study in which the au- 
thor subjects the most recent statistics of 
income, published by the United States Bu- 
reau of Internal Revenue on the basis of 
the annual corporation income tax reports 
for 1931, to an analysis which contrasts the 
relative profit showings of large and small 
corporations for that year and indicates that 
the larger companies, on the whole, had 
more satisfactory earnings than the smaller 
companies. 

The investigation shows a significant 
tendency for larger corporations to have 
higher return on their gross business than 
smaller corporations; for larger corpora- 
tions to have a smaller rate of loss on their 
net worth, in a year of deep depression like 
1931, than smaller corporations. These 
principal findings are in part supported and 
explained by certain subordinate general 
findings: the volume of sales in terms of 


net worth is larger for small corporations 
than for large corporations, in most lines 
of industry; the volume of sales in terms 
of capital assets is larger for small cor- 
porations than for large, but the difference 
is not so striking as that previously men- 
tioned; the current position of the larger 
companies in most divisions is distinctly 
stronger than that of smaller companies; 
the ratio of sales to inventory was in 1931 
much higher for smaller companies than for 
larger companies, except chiefly in the trade 
division. By William Leonard Crum. Busi- 
ness Research Studies—No. 8, Harvard 
University Graduate School of Business 
Administration, 1934. 32 pages. 


Can Trust Companies Be Trusted? 
Thirty billion dollars, approximately one- 
tenth the entire wealth of the United States, 
is the amount held in trust funds for bene- 
ficiaries by banks and trust companies in 
this country, according to the author, sec- 
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ond vice-president of the Equitable Trust 
Company, Baltimore, Md. 

He points out that there are three ways 
by which trust funds can be safeguarded 
and that when the testator or creator of 
a trust uses all three, “the funds of an es- 
tate are as secure as it is humanly possible 
to make them.” These three sources of 
safety are: 1. The laws of the state in 
which the trust is created; 2. The trust 
company in which the funds will be placed ; 
and 3. The nature of the agreement by 
which the trust is created. 

The first two deserve careful considera- 
tion. The third is unquestionably the most 
important. By J. Blake Lowe. The Bank- 
ers Magazine, June, 1934, p. 611:5. 


National Credit Control 


In reviewing the present status of na- 
tional credit control, this article shows how 
far we have ventured along the road to 
control of credit by persons whose principal 
occupation is not industry, agriculture, fi- 
nance or trade, but the administration of 
public office. In the words of the author, 
“Inevitably the development of the process 
has reached such proportions as to threaten 
the position of private capital in the na- 
tional credit system. No private interest 
can compete with the Government in any 
activity to which the latter really applies 
itself.” 

The author points out the disconcerting 
fact that this great program of Govern- 
ment-furnished credit has been developed or 
at least has reached its highest peak at a 
time when the commercial banks of the 
country have been in a position to supply 
almost unlimited credit in every line within 
the limits of ordinary bank credit condi- 
tions. By George E. Anderson. American 
Bankers Association Journal, April, 1934, 
p. 11:4. 


An Engineer Looks at Inflation 
A past president of the American Elec- 
tro-Chemical Society gives the results of a 
survey on inflation which he undertook on 
a recent visit abroad. While the author 
was primarily interested in the effects of 
inflation on endowed institutions, he gleaned 


other information as to the reaction of 
inflation on individuals and corporations. 

According to the author, European infla- 
tion took three general trends, the first of 
which was represented in the methods of 
England, the second in the experiences of 
France and Italy and a third type of in- 
flation which is seen in the war and post- 
war monetary history of Germany. 

The varying effects of the different types 
of inflation as this phenomena bears on 
salaries, wages, savings banks and other 
bank deposits, mortgages, fixed interest- 
bearing securities, common stock and real 
estate are discussed briefly by the author 
who draws his evidence from European 
documentary sources. In conclusion the au- 
thor voices the conviction that those coun- 
tries in Europe who have come off the best 
and whose people suffered the least from 
inflationary processes are those countries 
who experienced the least inflation and re- 
turned quickest to their old currency. By 
Walter S. Landis. The Duke Endowment, 
1933. 49 pages. 


Wait—or Go Ahead with Service 
Charges? 

“The need for service charges in banks 
is today far greater than ever before. It 
becomes increasingly acute each month. De- 
posit insurance premiums have increased the 
overhead expense of every bank. Most 
banks have felt in some degree increased 
expense due to the NRA. Taxes tend to 
go higher every year, not only at the hands 
of local taxing bodies but also from the 
efforts of larger governmental units—with 
no relief in sight. Insurance premiums 
work gradually upward. Prices of mate- 
rials and supplies increase in step with the 
recovery program. Unless and until cur- 
rent conditions shift back to something ap- 
proaching the- long-time experience levels, 
we must substitute charges which will yield 
a living income to the banks. What is 
needed in service and miscellaneous charges 
are schedules high enough to stop the losses 
which banks are currently suffering and to 
convert these losses into moderate and rea- 
sonable profits to which any bank is fairly 
entitled for the public service it performs. 


ie oi: ha in ie 2. ee. 6 
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Consider the unprofitable customers as a 
separate department of the bank which can 
either be discontinued or else made profit- 
able by establishing a comprehensive, ade- 
quate schedule of charges for miscellaneous 
services and for those services officially in- 
cluded in the code authority’s definition.” 
By Guy C. Philips. The Burroughs Clear- 
ing House, May, 1934, p. 6:3. 


Two Billions for Home Mortgages 


Governmental refinancing of home mort- 
gages is rapidly getting under way. Federal 
support of the project is now definite and 
complete. The legislation to guarantee the 
principal as well as the interest of the 
authorized $2,000,000,000 of home mortgage 
refinancing bonds was recently enacted into 
law. An exposition of the provisions of 
this legislation and the methods devised 
for the financing of this vast undertaking 
are described. The administrative ma- 
chinery set up for the administration of the 
law is briefly sketched. 

“Through the Home Loan Bank System, 
and the Home Owners Loan Corporation, 
it is expected by the administration that 
the nation will advance toward a solution 
of the problem of home financing.” By 
Arthur Crawford. The Burroughs Clear- 
ing House, May, 1934, p. 3:3. 


A Country Without Gold 


Disturbances at home combine with des- 
perate economic plight, emphasized by de- 
pleted gold reserves and loss of export- 
trade balance, to place Germany face-to- 
face with one of the greatest crises in her 
history. Foreign commerce, so vital to this 
great exporter, is bound to be further cur- 
tailed by interriational retaliation against 
the moratorium on foreign-debt interest 
payments, and the author raises the ques- 
tion as to what can be done to improve the 
situation. By H. F. Berger. Barron's, 
July 2, 1934, p. 8:2. 


Corporation Financial Statements 
“Tn the typical large corporation pub- 
lished reports constitute the only means 
available to investors to judge for them- 
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selves the success of the enterprise in which 
they have made investments. . . . Briefly, 
accounting is a technique designed to re- 
cord investments of capital and to deter- 
mine the income thereon periodically.” The 
subject is discussed under the following 
headings: Underlying Structure of Finan- 
cial Statements; Clarity in Financial State- 
ments; Adequacy in Financial Statements; 
Accuracy in Financial Statements—Valua- 
tion Principles; Valuation of Plant; Valu- 
ation of Goodwill; Valuation of Invest- 
ments; Valuation of Inventories; Valua- 
tion of Liabilities; Valuation of Proprietor- 
ship; Income and the Income Sheet; Treas- 
ury Stock, Treasury Bonds, and Reserves; 
Treatment of Miscellaneous Items; Con- 
solidated Statements—General Considera- 
tions; Consolidated Statements—Specific 
Problems. By Mortimer B. Daniels. Uni- 
versity of Michigan Business Studies No. 
1, 1934. 131 pages. 


Public Confidence Must Be Secured 


Many problems of insurance have a pub- 
lic aspect. Assureds have a definite inter- 
est in an insurance problem because of the 
influence its solution may have on the 
policies which they hold. By and large, 
insurance as a business has not taken the 
public into its confidence as regards many 
of the moves made of which that public 
sees only the results or feels only the 
effects. 

Were some of the money that is now 
wasted on useless organizations within in- 
surance used to tell the public about the 
business, the result would be of tremendous 
benefit. The Spectator, June 14, 1934, p. 
26:1. 


Progress Towards Recovery 

Citing the progress towards recovery, 
“evidence of which is seen on all sides,” the 
President of the American Bankers Asso- 
ciation takes a stand for “a complete re- 
codification of the country’s banking laws,” 
and suggests that “an able, non-partisan ~ 
commission might well be appointed to 
make a complete study and survey of the 
entire banking structure.” 
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Mr. Law stresses the ever-increasing need 
for good management, which will derive 
from training of an individual before he is 
permitted to exercise the functions of bank- 
ing. By Francis M. Law. The Bankers 
Magazine, June, 1934, p. 626:3. 


What Is Sound Money? and Who Will 
Control It—England or America? 


“Gold is the safest store of value man- 
kind has ever known but it is not stable in 
terms of goods. Can it be made stable?” 
This is the test to which the theories of 


Insurance* 


What Makes Fire Insurance Rates 
High? ‘ 


The mystery of fire insurance rate mak- 
ing is presided over by a host of interests 
which sometimes conflict and to which the 
public is a party only through legislative 
channels. There are independent observers 
who believe that much of the fire preven- 
tion efforts by the National Board of Fire 
Underwriters, the National Fire Protec- 
tion Association and similar interested 
groups, have not achieved a full measure 
of success. 

One trouble is that no satisfactory 
method has been worked out for prefer- 
ential underwriting, the innocent continuing 
to suffer along with the guilty. It is pos- 
sible that the response from the public has 
not been as wholehearted as it might have 
been because the public has not been defi- 
nitely told, “We are out to save money for 
you by lowering your rates if you will help 
us.” The Spectator, June 28, 1934, p. 26:1. 


Variations in Workmen’s Compensation 
Laws. 

Forty-four of the forty-eight states have 

workmen’s compensation laws. Such laws 


are also in force in Alaska, Hawaii, and 
Puerto Rico. The federal government has 
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four distinct schools of monetary thought 
are subjected in this discussion. 


The four outstanding schools of monetary 
thought considered are : Kemmerer and 
the Gold Standard; Warren and the Vari- 
able Dollar; Fisher and the Commodity 
Dollar; and Angas and Managed Money. 

Two new schools of monetary thought 
are also studied. These are: Janney and 
Silver Equalization and Hemphill and Cur- 
rency Issuance. By James H. R. Crom- 
well. Economic Forwm, Inc., New York, 
1934. 64 pages. 


enacted laws applicable to private employ- 
ments in the District of Columbia, to long- 
shoremen and harbor workers, to civil em- 
ployees of the United States, and to soldiers 
and sailors. It may, therefore, be said that 
American law makers have generally repu- 
diated the system of employers’ liability, 
and have approved the principle of work- 
men’s compensation. 

But there are wide variations in the prac- 
tical application of that principle, both in 
the acts embodying it, and in their admin- 
istration. In the present article the more 
significant variations are discussed, par- 
ticularly those in the actual legislative acts. 
By Ralph H. Blanchard. Journal of 
American Inswrance, June, 1934, p. 15:4. 


Insured Makes Advance Payments to 
Broker at Own Risk 


The New York Courts said—“The gen- 
eral rule is that a broker employed to se- 
cure insurance is the agent of the insured 
and not of the insurer. He is deemed the 
agent of the company only for the pur- 
pose of delivering the policies and collecting 
the premiums due thereon.” Such was the 
ruling of the court in the case of the Aetna 
Life Insurance Company vs. Harris & 
Reichard. 


* Insurance abstracts are contributed by P. D. Berrertry, Assistant Treasurer, Graton & Knight 


y. 
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The plaintiff company sued the defend- 
ant for collection of earned premium, the 
defendant having claimed that they had 
made payment by giving the broker a note 
for $3,100 in payment of the $250 initial 
premium and future premiums on an Inland 
Marine Policy. They claimed that the note 
was paid at maturity, therefore, the com- 
panies had received their premiums. The 
plaintiff admitted that the broker was their 
agent for collection of premiums already 
due, but not of premiums to become due 
in the future. The court sustained their 
contention that the excess payments made 
to the broker were at the risk of the in- 
sured. The Journal of Commerce, June 28, 
1934, 


Spectator Life Index 


Reporting in detail the financial standing 
and results of operation of over 350 legal 
reserve American and Canadian Life In- 
surance Companies, for five years ending 
January 1, 1934, including a table of ratios 
giving a distribution of assets for all com- 
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panies and annuity results in 1933. 
Speciator Company, 1934. 128 pages. 


The 


Simple Explosion Insurance 


There are two forms of explosion insur- 
ance—that assumed by Casualty Companies 
against loss resulting from explosion of 
steam boilers and kindred machinery, and 
that provided by Fire Insurance Companies 
for other types of explosion hazards. The 
latter covers all direct loss to the property 
described in the policy. This policy does 
not always protect the insured against lia- 
bility by reason of damage to the property 
of third parties. 

Reference is also made to a modification 
of the simple explosion insurance by what 
is known as the “Mortgage Interest Form.” 


. This is written blanket to apply to all prop- 


erties upon which mortgages are held in a 
prescribed territory. This is of special in- 
terest to banks, loan associations and others 
dealing in real estate mortgages. By C. D. 
Minor. The Insurance Broker-Age, April, 
1934, p. 10:3. 


Organization: Job Analysis, Employment, Pay, Tests 


Measured Characteristics of Clerical 
Workers 


This bulletin presents data concerning 
some of the measured characteristics of 
clerical workers. The listed abilities of 
clerical workers are compared with those 
of workers in general. The various grades 
and classes of clerical workers are also 
studied in order to determine, if possible, 
any aptitudes that might differentiate them. 
Finally, the abilities of employed clerical 
workers are studied in relation to the abili- 
ties of unemployed clerical workers in order 
to determine possible differences between 
successful and presumably less successful 
clerical workers. In all these comparisons 
the most sensitive instrument of measure- 


ment seemed to be the Minnesota Clerical 
Test. Prepared by Dorothy M. Andrew 
and Donald G. Paterson. Bulletins of the 
Employment Stabilization Research Insti- 
tute, University of Minnesota, July, 1934. 
60 pages. 


Rebuilding an Organization to Meet the 
Post-Depression Conditions 


This is the first of a series of six arti- 
cles by the personnel director of the Rals- 
ton Purina Company. 

In this article, the author outlines some 
of the most important steps in solving per- 
sonnel problems. He states that the first 
and most important is to raise salaries, that 
most employees are really worth more 
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money than they have been making and 
their experience alone is an asset hard to 
replace. The next step is to select a man 
in the company who can devote all of his 
time to human relations and to let him plan 
a personnel program including problems 
of pensions, group insurance, company 
unions, credit unions, etc. By L. E. Frailey. 
American Business, July, 1934, p. 24:4. 


How to Obtain Changes in Procedure 
Without Losing the Cooperation of 
Subordinates 


“Simply because a supervisory executive 
has full authority to enforce his ideas upon 
subordinates, or upon other executives inso- 
far as his jurisdiction extends over some 
of the work of their departments, is no 
good reason why he should compel them 
to do things his way. A routine or method 
which has been enforced upon others is 
usually subjected to the most subtle form 
of sabotage—and few methods or routines 
can withstand such treatment. Every man 
with experience in office management has 
had acquaintance with this facet of nature.” 

The controller of the Hydrox Corpora- 
tion describes the various methods of ap- 
proach he has used when confronted with 
this situation and concludes that, “There 
is always one best approach that wins over 
the other fellow. And if more of us in 
supervisory jobs would concern ourselves 
with finding this best approach, we would 
save our companies a lot of money and we 
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would also get along better with our fel- 
lows in the organization.” By Andrew 
Robinson. System and Business Manage- 
ment, July, 1934, p. 332:2. 


Shifting Employees for Peak Loads 


The First National Bank, St. Louis, op- 
erates a plan for shifting employees and 
staggering hours to meet the problem of 
peak loads. 

Essentially, this consists of so staggering 
the working hours of several classes of em- 
ployees that they are available at different 
points in the bank where peak loads regu- 
larly develop, and then transferring these 
employees daily from comparatively quiet 
points to the busiest sections of the operat- 
ing departments. By Arthur Van Vlis- 
singen, Jr. The Burroughs Clearing House, 
July, 1934, p. 12:4. 


This Plan Enhanced Employee Morale 
and Increased Business 


The author writes of The Daily Panta- 
graph’s system for obtaining suggestions 
from employees and its. results, both tan- 
gible and intangible. In the former classi- 
fication there is entered a $4,000 increase 
in advertising revenue in eleven months; 
in the latter, “a limiting of carelessness,... 
an ever-growing willingness to listen to 
constructive criticism...and reduction to a 
minimum of personal and. departmental mis- 
understandings” By Davis Merwin. Ex- 
ecutives Service Bulletin, July, 1934, p. 5:2. 


Space: Location, Equipment, Arrangement 


What Mechanized Accounting Does 
for Us 


The Secretary of Macleans, Ltd. (Eng- 
land) lists the following advantages de- 
rived from machine accounting: 1. Ten 
thousand statements automatically balanced 
and dispatched in one and a half days; 
2. Peak periods smoothed out; 3. Enables a 
much closer and, therefore, more economi- 
cal stock control of over five hundred lines; 
4. Up-to-the-minute detailed report of day- 


to-day business position; 5. Quicker and 
more accurate credit control; 6. Since in- 
stallation of machines business has trebled; 
this is easily handled without increase in 
office staff or working time. By H. G. 
Lazell. Business, June, 1934, p. 29:4. 


Conditioned Air for Engineers 


Recently the production and research en- 
gineers of the International Business Ma- 
chines Corporation at Endicott, N. Y., were 
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moved into a new building where they have 
conditioned air. This article describes the 
air-conditioning system which resulted in 
faster, higher quality work, better morale 
and healthier employees. Factory Manage- 
ment and Maintenance, July, 1934, p. 304:2. 


Fire Sweeps Stock Yards—Business 
Learns a Lesson 


The Stock Yards fire of May 19, 1934, 
pointed out, according to the author, the 
following “lessons to business” : 

1. “Fireproof” buildings offer little, if 
any, assurance of safety to a business. 

2. Sound business sense dictates “Plan 
on assumption you'll be burned out.” 

3. Really fire resisting safes, vaults and 
containers for basic records and valuable 
papers, are indispensable. 

4.“Use and Occupancy” insurance is 
highly advisable if your business is making 
a profit. 

5. Location of any business in an extra- 
hazardous area, unless the type of business 
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demands it, is needlessly expensive in insur- 
ance rates, unnecessarily risky, and per- 
haps precludes U & O insurance. 

6. While fire insurance is always advis- 
able, its real value depends upon your se- 
lection of really responsible, strong com- 
panies in which to place your insurance. 

7. Keep insurance polices elsewhere than 
on property insured. A burned policy may 
mean a heavier loss. 

8. Organize your business records so that 
after a fire there will be no unbridgeable 
gaps. By Arthur Van Vlissingen, Jr. Sys- 
tem and Business Management, July, 1934, 
p. 322 :6. 


An Improved Typewriter Keyboard 


The author, who is Director of the Psy- 
chotechnical Laboratory of the Postes, Tele- 
graphes, Telephones, at the Hague, Hol- 
land, describes an improved keyboard which 
is adapted to the natural position of the 
hands and fingers and facilitates “blind” 
typing. By R. A. Biegel. The Human 
Factor, July-August, 1934, p. 280:6. 


Records: Forms, Charts, Cards, Files, Statistics 


Stock Control Method 


The Knight Brothers Paper Company 
maintains five branch plants in as many 
cities. In order that exact stock knowl- 
edge of the total organization be available 
at all times, a master control file is kept 
in the main office. 

The daily record is kept on a white form 
which slips over a buff card. Each branch 
has its own record both at the home office 
and in the local file. Here is recorded the 
daily transaction as it may affect any partic- 
ular item. Each time an order is taken from 
stock, the date, order number and amount 
is entered on the card, with the balance 
on hand extended in the proper column. 

Orders are reported daily to the home 
office, and records are immediately brought 
up to date so that the home office knows 
just how much of any given item is on 
hand at the beginning of any day’s business 


in any of the branch offices. System and 
Business Management, July, 1934, p. 336:1. 


Maintaining an Up-to-the-Minute 
Photograph File 
More than forty years ago George West- 


inghouse recognized the value of a photo- 
graphic record to an industrial company and 


started such a record. In this article, a 
description is given of the methods and 
experience in handling the filing of more 
than 200,000 negatives. By B. H. Chatto. 
System and Business Management, June, 
1934, p. 283:3. 


How Order Routing Analysis Saved 
$40,000 
In 1929 The B. F. Goodrich Rubber Com- 
pany set out to analyze the routine han- 
dling of orders. The new method then 
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installed resulted in an annual saving of 
$40,000. The author, Staff Superintendent, 
Manufacturing Department, shows by 
means of a process chart the various steps 
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taken from the time the order is sent in 
from the customer. By J. B. Hanan. Sys- 
tem and Business Management, June, 1934, 
p. 282:3. 


PRODUCTION MANAGEMENT 


General: Promotion, Organization, Policy, Development 


The Human Factor in Accidents 


A discussion of the underlying psycho- 
logical and physiological causes of accidents 
in the factory and on the roads. The author 
outlines the psychologist’s approach to the 
problem of accident-reduction, and describes 
some of the methods hitherto followed, and 
the results obtained. 

In conclusion, he says, “Enough has been 
said to indicate that a person who causes 
an accident is not necessarily responsible 
for that accident, and that accidents are 
relatively seldom due to chance. Neither 
defective willing nor misfortune is respon- 
sible primarily for most accidents. They 
are in great measure due to the unconscious 
workings of the human factor, and the 
remedies they demand lie in selection and 
training and in adapting as perfectly as pos- 
sible external conditions to mental require- 
ments.” By Charles S. Myers. The 
Human Factor, July-August, 1934, p. 
266 :14. 


Higher Quality, More Profit 


“If higher wages and shorter hours have 
so raised your costs as to threaten your 
markets or your profits, try raising the 
quality of your product.” This advice is 
offered to the manufacturer who has been 
seeking to find means of meeting the prob- 
lem of shorter hours and increased wages. 
“It is not merely that the improved quality 
will in itself make your product more at- 
tractive to more people,” states the author. 
“Paradoxical as it may seem, you are more 
than likely to find that as you devote more 
attention to quality, manufacturing costs 
will actually be reduced—provided that the 
effort to raise quality is planned carefully 


and carried on systematically.” In main- 
taining or securing high quality, the manu- 
facturer is urged to consider carefully the 
following: 1. Design of product; 2. Choice 
of proper materials; 3 Workmanship; and 
4. Maintenance within close limits of the 
standards which have been decided upon. 
By George S. Radford and Johnson Hey- 
wood. Printers’ Ink, July 5, 1934, p. 53:5. 


Industry and the Future of Medicine 


The relation of industry to the newer 
developments in medical and hospital ad- 
ministration is discussed by the Health Di- 
rector, American Telephone & Telegraph 
Company, who states that in the future de- 
velopment of complete and satisfactory 
medical care for all the people, particularly 
the great mass of the industrial popula- 
tion, there are at least four groups to be 
considered: 1. The worker and his family ; 
2. The doctor and his professional help- 
mates, including the dentist, the pharmacist, 
the nurse, the social worker, and the public 
health worker; 3. The hospital, both pub- 
lic and private, and its allied institutions; 
and 4. Industrial management, including 
particularly personnel and industrial rela- 
tions representatives. After considering 
each of the four groups, the author sug- 
gests “that local, county and state com- 
mittees, possibly with a national commis- 
sion on medico-economic relations, made up 
of representatives of worker, medical, hos- 
pital and management groups, be organized 
to develop a broad, comprehensive and flexi- 
ble national plan based on time-honored 
American ideals and principles, and adapt- 
able to different local conditions and needs. 
There has been enough preliminary study 





THE MANAGEMENT INDEX 


and task—let us proceed to organize for the 
important task ahead; only in this way 
may we become real servants to humanity !” 
By Leverett D. Bristol. Industrial Medi- 
cine, June, 1934, p. 339 :5, 


The Normal Stock Method of Valuing 
Inventories 


A description of the norma! stock method 
of evaluating inventories as used in the 
brass industry. 

In conclusion the author, Chief Account- 
ant, Scovill Manufacturing Company, says: 
“The normal stock method may be diffi- 
cult or even impossible to apply in those 
industries that have a wide assortment of 
materials in their inventories, but it seems 
quite practical in such industries as cop- 
per, brass, lead, rubber, steel, oil. Because 
it gives a truer statement of operating prof- 
its, it is not so likely to lead to extrava- 
gances, excess dividends, and impairment of 
real working capital in periods of rising 
prices. It can be used as the basis of in- 
ventory control and is an aid in working 
out efficient purchasing methods. It leads 
to more conservative policies which most 
surely enable business to carry on more 
successfully.” By William F. Burke. Fac- 
tory Management and Maintenance, July, 
1934, p. 301:2. 


Plant: Location, Lighting, Heating, 


What About Diesels? 


A discussion of the value of oil engines 
both as main power units and for auxiliary 
service. By Oliver Field Allen. Factory 
Management and Maintenance, July, 1934, 
p. 308 :5. 


Coordination of Engineering Design and 
Factory Equipment 

Besides being familiar with conventional 
shop practice in the general class of prod- 
duct he is designing, the design engineer 
should, points out the author, Industrial 
Engineer, Westinghouse Electric and 
Manufacturing Company, consider these 
questions: Where is it going to be made? 
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The Selection and Training of Modern 
Factory Workers 


This study is divided into four parts as 
follows: I. The Effect of Changing Con- 
ditions in Industry; II. The Objective 
Measurement of Certain Traits of Modern 
Factory Workers; III. The Problem of 
Training Modern Factory Workers; and 
IV. A Program of Selection and Training. 
By Verne C. Fryklund. Bulletins of the 
Employment Stabilization Research Insti- 
tute, University of Minnesota, 1934. 28 
pages. 


Executive Perspective Through the 
Budget 


The Comptroller, Western Auto Supply 
Company, presents a formula, through 
which the “picture” of an individual com- 
pany may be visualized. He builds his con- 
ception on Capital, People, the Will to Do, 
and the Ability to “Take It.” He concludes 
by stating that, “If we can visualize our 
picture and find a plan for ourselves, then, 
with ample capital, an understanding of 
people, the will to do and the ability to 
follow through, we can play the game 
safely and profitably.” By Lester Hutch- 
ings. Executives Service Bulletin, July, 
1934, p. 7:2. 


Ventilation 


How many are going to be made? At 
what rate? Or what is the probable life 
of the design? By A. F. Murray. Mill & 
Factory, July, 1934, p. 47:4. 


We're Always Looking for Trouble 


This preventive maintenance catches de- 
fects when they are minor repair jobs and 
averts most of the major breakdowns. Pre- 
ventive maintenance in the plants of The 
Kendall Company is essentially the sys- 
tematic inspection at stated intervals of all 
parts of machinery or equipment which, 
according to experience records, have 
shown themselves most apt to give trouble, 





244 THE MANAGEMENT REVIEW 


Repairs and replacements are based on the 
conditions revealed. The plan is applied 
not only to productive machinery, but also 


to power transmission equipment. By 
Theodore Clark. Factory Management and 
Maintenance, July, 1934, p. 323 :2. 


Labor Relations: Collective Bargaining, Employee Representation, 


Arbitration : 
If Fixed Salaries Were Not Fixed 

Feeling that “the organization of employ- 
ees for unified representation is an indus- 
trial institution which is here to stay and 
that after a period of tempering, readjust- 
ment and trial by fire, it will develop into a 
well-organized nation-wide system of em- 
ployee representation, with self-contained 
units in each plant,” the author lists six 
“definite tactical errors which industrial 
leaders persist in carrying out,” instead of 
working toward developing employee rep- 
resentation into an asset mutually profitable 
to employee and employer. 

The six “tactical errors” on the part of 
management are: 1. Under-estimation and 
lack of recognition of the extent of em- 
ployee mental capacity and initiative; 2. 
Lack of recognition or realization of honest 
intent in employee claims; 3. Passive re- 
sistance to employee desires; 4. Improper 
interpretation, lack of knowledge and ten- 
dency to place too much weight upon statis- 
tical indices as to economic fundamentals, 
with consequent short judgment concerning 
the economic conditions surrounding the 
employee; 5. Unbalanced distribution of 
corporate earnings—inability to differentiate 
between “dollar of profit” and dollar of un- 
paid wages; and 6. Blind, stubborn ad- 


Industrial Economics: Labor and 
Immigration 


Labor and the Tennessee Valley Experi- 
ment 


A social experiment which is of interest 
to wage earners and the Nation generally 
is being-carried on in the Tennessee Valley. 
Under the Tennessee Valley Authority a 
whole program of social and economic plan- 
ning is to be worked out. General labor 


herence to tradition for its own sake. By 
P. W. Schubert. Mill & Factory, July, 
1934, p. 34:5. 


This Company Union Satisfies All 
Concerned 

The employee representation plan adopted 
by the Jewel Food Stores last December 
has not yet had time to prove its merit, 
but for the time being, at any rate em- 
ployees and employers are both enthus- 
siastic about it, states the author, in an 
article based on interviews with managers 
of twenty per cent of the stores and with 
executives at headquarters and in the field. 
Some of the accomplishments of the plan 
reported by employees and executives are: 
1. An adjustment of managers’ compensa- 
tion upward on the basis of minimum ex- 
ecutive salary plus commission; 2. Adjust- 
ment of suburban store minimum to equal 
Chicago minimum; 3. Two weeks vacation 
for managers, one with pay and one with- 
out, to replace one week with pay; 4. In- 
stallation of a group insurance plan; 5. 
Change in time of load deliveries; 6. A 
new plan of advertising ; 7. Change in price 
descriptions; 8. Changes in packaging. By 
D. I. Mirrielees. Chain Store Age (Drug- 
gist Edition), July, 1934, p. 70:4. 


Capital, Legislation, Wage Theory, 


policies have been formulated regarding re- 
cruitment of forces, wage rates, hours of 
labor, medical and safety measures, hous- 
ing, and a system of vocational education. 
The necessity for providing quarters for 
the labor force engaged at Norris Dam has 
led to the establishment of a planned com- 
munity—the town of Norris, Tenn. The 
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labor aspects of the Tennessee Valley pro- 
ject and the progress made thus far in this 
far-reaching social experiment are de- 
scribed in this article. Monthly Labor Re- 
view, June, 1934, p. 1277 :10. 


Survey Reveals How Employees Spend 
Extra Leisure Time 


An indication of the social and indirect 
economic effects of the shorter working 
day, now being given added emphasis in the 
NRA program, is afforded by a survey of a 
group of 133 men and women employed in 
the production department of the Kellogg 
Company. The 50-acre plant of the com- 
pany, employing over 2,000 workers, has 
been operating successfully on six-hour-day 
working shifts since December 1, 1930, 
when four shifts of six hours each were 
substituted for three of eight hours. 

The survey showed that: 84 per cent of 
the men and 68 per cent of the women in- 
cluded in the survey devote more time to 
reading; 59 per cent of the men and 24 
per cent of the women devote more time to 
sports; 80 per cent of the women devote 
more time to housework and the prepara- 
tion of meals, while an equal number of 
men spend more time working around the 
house; a total of 61 per cent of the men 
and 44 per cent of the women spend more 
time gardening; and 70 per cent of the 
women devote more attention to their per- 
sonal appearance. System and Business 
Management, July, 1934, p. 335 :2. 


Mutualizing Medical Costs 

Proposals toward an American plan of 
group budgeting for physicians’ services 
and hospitalization are discussed by the 
Secretary of the Milbank Memorial Fund, 
who cites the success some European coun- 
tries have had in this objective. The plan, as 
outlined, would provide for: 1. Provision of 
good health and medical care to all who are 
eligible under the system; 2. Distribution 
of the costs over groups of people and over 
periods of time; 3. Adequate remunera- 
tion of those who furnish medical care; 4. 
Flexibility in the scope of medical bene- 
fits so as to permit adaptation to local vari- 
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ations in available personnel and facilities ; 
5. Exclusion of proprietary or profit-making 
agencies; 6. Professional control of pro- 
fessional personnel and procedures; 7. Co- 
ordination with other governmental agen- 
cies engaged in health, medical or welfare 
activities; 8. Provision for an adequate 
program of public education on the need and 
the opportunity for medical care; 9. Free- 
dom of all competent practitioners who 
subscribe to necessary rules of procedure to 
engage in insurance practice; 10. Freedom 
of all persons to choose their physician or 
dentist from among all practitioners in the 
community who engage in insurance prac- 
tice; 11. Freedom of insurance practitioners 
to accept or reject patients; and 12. No in- 
terference of the insurance system with 
private purchase of medical service by those 
who can afford it. By John A. Kingsbury. 
Survey Graphic, June, 1934, p. 285:3. 


The Social Development Program of the 
Tennessee Valley Authority 


The social development of the Tennessee 
Valley project, with particular stress upon 
its educational aspects and the personnel 
policies controlling its operation, are dis- 
cussed by the author, administrative head 
of this phase of the Tennessee Valley Au- 
thority. Experiments undertaken in voca- 
tional guidance and physical rehabilitation 
are dealt with in detail, as are the oppor- 
tunities presented in the field of mass pre- 
vention of disease. Cooperative social 
studies, it is pointed out, are incidental to 
the various projects. These surveys involve 
the compilation of basic data in most, or 
all, of the social science fields. By Floyd 
W. Reeves. The Educational Record, July 
1934, p. 296:14. 


Health and Industrial Hygiene 

Compensation awards for occupational 
diseases are now allowed by one method or 
other in 12 States, the District of Columbia, 
Hawaii, Puerto Rico, and the Philippine 
Islands, and to employees covered by the 
Federal Employees’ Compensation Act and 
the Longshoremen and Harbor Workers’ 
Act. In 5 of these 18 jurisdictions specific 
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occupational diseases which are compens- 
able are listed. In certain other jurisdic- 
tions the law provides for general coverage 
of occupational diseases. The legal basis 
for compensating occupational diseases, as 
found in the various workmen’s compensa- 
tion laws, is shown in this article. Monthly 
Labor Review, June, 1934, p. 1348:15. 


The Economic Depression and Public 
Health 


This article surveys the effects of the 
depression on certain aspects of public or 
individual health and then considers to what 
extent these are reflected in an actual in- 
crease in morbidity and mortality. On the 
first of these points the study has been 
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restricted to three questions : clothing, hous- 
ing, and nutrition. 

The data collected seem to justify the 
conclusion that the depression is responsible 
for a marked decline in the standard of 
public health in a number of countries. So 
far this decline has not affected the mor- 
tality rates, which are still on the whole 
remarkably low. It is impossible to draw 
any definite conclusion as to general mor- 
bidity from the statistics, but a variety of 
other figures go to show that in certain sec- 
tions of the population where the effects 
of the depression have been particularly 
severely felt the morbidity rate is tending 
to rise or has actually risen. By Dr. R. 
Paula Lopes. International Labour Re- 


view, June, 1934, p. 784:28. 


Shop Methods: Industrial Engineering, Standardization, Waste, Rate 


Setting, Time and Motion Study 


Trucks Are Important Link in Dodge 
Materials Handling System 

A description of the application of modern 
materials handling methods and equipment 
in the main plant of Dodge Bros. Corpora- 
tion, a division of Chrysler Corporation. 
Here Dodge cars are built at a current 
rate of 500 a day. 

While the equipment and methods of ma- 
terial handling do not differ radically from 
those used in other up-to-date industrial 
plants, a significant feature is the judicious 
balancing of power and hand trucks, chain 
and belt conveyors, cranes, elevators and 
'the like with the result that each form of 
handling equipment functions so as to pro- 
vide a flexible system for routing parts 
through assembly with a minimum of waste 
motion and expense. By A. H. Allen. 
Steel, July 23, 1934, p. 27:5. 


Two Spendthrifts Get Fired 


The following savings have been made 
by the American Hard Rubber Company 
by studying the “Make Ready” and “Clean 
Up” of the inspector’s job as related to the 
job ahead and the job following inspection: 
1. One trucker released for other work; 
2. One lot sorter transferred to another 


operation; 3. Eye fatigue reduced, quality 
of inspection improved; 4. Smaller inven- 
tory in process; 5. Better control of count; 
6. Saving in floor space. By William R. 
Mullee. Factory Management and Main- 
tenance, July, 1934, p. 298:3. 


Do You Use a System of Planned Main- 
tenance to Reduce Manufacturing 
Costs? 


The. author lists the following as prac- 
tical goals to be aimed at in an intelligent 
organization of the maintenance and repair 
services: 1. To provide maximum accom- 
modation to the productive departments, 
reducing to a minimum halts in production, 
subnormal output of machines, etc. 2. To 
establish sound, logical relations between 
maintenance and productive departments. 
To emphasize to the former the extreme 
importance of its influence on the flow of 
work, and to the latter the true role of 
maintenance, which is to help them as much 
as possible; 3. To accustom heads of pro- 
ductive departments to forsee their main- 
tenance needs, and thus to avoid rush re- 
pairs that so often represent only normal 
needs of equipment which have been too 
long neglected and which a little foresight 





THE MANAGEMENT INDEX 


would have avoided; 4. To increase the 
working capacity of the maintenance de- 
partment, and periodical inspections, elimi- 
nates many repairs. This phase of main- 
tenance greatly reduces the calls made on 
the maintenance department, and is the 
surest way of reducing the cost of this 
department to a minimum. By Charles 
Héranger. Business, July, 1934, p. 7:3. 


Effect of Heat Treatments on the Prop- 
erties of Die Steels 

The variations of physical properties by 
different heat treatments of commonly used 
die steels are recorded herein in detail. The 
investigators not only have determined the 
transformation points and hardness values 
of the steels but have extended their in- 
vestigation to include abrasion losses, im- 
pact values at high and low temperatures, 
and a determination of the softening point 
of the steels. These data were taken 
under conditions approximating those of 
actual operation. This investigation was 
made at the Tohoku Imperial University 
and the data herein are a rearrangement 
and abridgement of a paper which appeared 
in the Science Reports of that University. 
By T. Murakami and A. Hatta. The Iron 
Age, July 5, 1934, p. 22:7. 


Selecting Machine Set-Ups on Basis of 
Economec Quantities 

For determining which of two or more 
machining methods will be most economical 
in producing a given quantity of a given 
piece, the author here gives a formula em- 
ployed in production planning at the West- 
inghouse East Pittsburgh works. He illus- 
trates its use in connection with four dif- 
ferent set-ups for machining a brass ter- 
minal stud. By R. W. Gray. The Iron 
age, July 5, 1934, p. 28:3. 


Assured Returns on an Investment 


Returns in the form of dollars and cents 
are being secured by the Eastern States 
Milling Corporation through the recent in- 
stallation of a sack handing and car loading 
conveyor system. By M. J. Anderson. 
Mill & Factory, July, 1934, p. 32:4. 
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How We Solved Our Production 
Problems 


At the Durkee Famous Foods plant in 
Berkeley, mechanical conveyors are em- 
ployed extensively, in fact, the plant comes 
near to being 100 per cent conveyor 
equipped, with the result that the flow of 
raw materials is automatically regulated to 
take care of normal production require- 
ments at all times. 

The plant superintendent describes the 
various types of conveyors which have not 
only speeded up production throughout the 
plant, but have also regulated the flow of 
material to meet planned requirements— 
more tonnage with less power. By Thomas 
N. Dill. Mill & Factory, July, 1934, p. 
25 :4. 


"Mechanical Handling of a Product That 


Is Easily Damaged 
A description of the process of continual 
production utilized by the Detroit Vapor 
Stove Company in the manufacture of 
porcelain-enameled stoves. By D. G. Baird. 
Mill & Factory, July, 1934, p. 28:5. 


“Handling” Brings Up These Motor and 
Control Problems. 

A description of proper combinations of 
equipment that have been worked out: to 
meet operating requirements in the General 
Electric Company at Schenectady. By R. 
F. Emerson. Factory Management and 
Maintenance, July, 1934, p. 320:4. 


May Cost Little to Save Much on Power 
Transmission 


The author points out that in almost 
every plant there are a surprising number 
of opportunities for worthwhile improve- 
ments in mechanical transmission details, 
opportunities for improved application of 
electrical power, etc., and that more often 
than is realized, savings can be accom- 
plished with little or no expenditure beyond 
the cost of investigation necessary to locate 
the leaks. He describes various methods of 
locating these opportunities for improve- 
ment. By Robert W. Drake. Factory 
Management and Maintenance, July, 1934, 
p. 317:3. 
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Benefit Systems and Incentives: Pensions, Vacations, Profit Sharing, 
Wage Plans, Suggestions, Stock Ownership 


Retirement Plans in Industry 

After a brief discussion of governmental 
service pensions, and public old age pen- 
sions, the author considers retirement plans 
in industry with particular reference to the 
plans of the General Electric Company, the 
Subsidiary Companies of the Bethlehem 
Steel Corporation, and the American Tele- 
phone and Telegraph Company. By J. L. 
Block. N. A. C. A. Bulletin, June 15, 1934, 
p. 1187 :15. 


Operation of Unemployment- Benefit 
Plans in the United States up to 
1934: Part 1. 

Unemployment-benefit payments in the 
United States have been provided for under 
a number of definite plans maintained by 
employers, by trade unions, or by employers 


and trade unions jointly. A recent study 
has been made by the Bureau of Labor 
Statistics of the experience of these funds 
since the latter part of 1932, when the last 
previous study was made. It is rather re- 
markable that the majority of the plans 
have been able to continue the payment of 
benefits during the depression, even though 
in many cases on a restricted scale. Only 
one company plan has been suspended since 
the previous study was made and the ma- 
jority of the trade-union plans were kept 
in operation even though frequently the 
money was paid out as fast as collected. 
Difficulty was experienced by the collective- 
agreement plans, only five remaining in 
effect in the first part of 1934. By Anice 
L. Whitney. Monthly Labor Review, June, 
1934, p. 1288 :30. 


MARKETING MANAGEMENT 


How Business Statesmanship, Plus 
Sound Selling, Won Success 


The story of the ingenuity and long- 
range planning of the Hartford Electric 
Light Company, winner of the Charles A. 
Coffin Medal for making, in 1933, “a dis- 
tinguished contribution to the development 
of electric light and power.” 

“The Hartford Electric Light Company 
is a company which pays dividends to its 
customers,” states the author. “A company 
which complains if it gets no complaints 
from customers. A company which has 
never had a rate case in the courts. A 
company whose output of current per pound 
of coal is four years ahead of the industry 
generally. A company which has consist- 
ently been a leader in breaking new trails 
for public-utility management.” 

These accomplishments have been made 
possible, it is pointed out, by a shrewd com- 
bination of foresight and ingenuity; by lay- 
ing plans that look hopelessly optimistic 
"ten years ahead of time, then inventing the 
means to carry them out; and, most im- 


portant of all, by basing its entire program 
on teamwork, not controversy, with cus- 
tomers. By Harwood F. Merrill. Forbes, 
June 15, 1934, p. 10:5. 


The Price Question 


Sales theories and plans are tested by the 
President, Pennsylvania Drug Company, in 
the busiest of the eleven Pennsylvania Drug 
Stores. Basing his statement that the seller 
is more price conscious than the buyer on 
actual observation, the author cites the evils 
of placing too much dependence: on price 
appeals. “In the Pennsylvania stores we 
ourselves do not determine our policies and 
plans. We do not try to lead the way. 
We watch. We supply the desires of the 
public and that -is the only safe merchan- 
dising plan. I am not as much concerned 
over today’s volume as I am over what 
the public will think of the Pennsylvania 
stores tomorrow. Are we building con- 
fidence or are we tearing ourselves down 
in the public mind? Are we maintaining 
the prestige that goes with sound merchan- 
dising or are we cheapening ourselves so as 
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By Fred 
The Red Barrel, June 15, 1934, 


to destroy our background?” 
Griffiths. 
p- 235. 


New Aspects of Market Research 


Increased knowledge of consumers, their 
incomes, their living standards, their wants 
and tastes have resulted from recent cen- 
suses, surveys, and social studies. In this 
article, the Vice-President, in Charge of 
Statistics and Research, F. W. Dodge Cor- 
poration, indicates these new sources of data 
and describes ways in which this new body 
of factual material is aiding market re- 
search to become “a genuine science whose 
authoritative findings will receive greater 
and greater recognition in business plans 
and policies.” By Thomas S. Holden. 
Executives Service Bulletin, July, 1934, p. 
3:3. 


What Sort of Impression Do You Make? 


If you applied to yourself for a job, would 
you get it? The author challenges the suc- 
cessful sales manager to measure up to the 
requirements and qualities desired in his 
salesman and to weigh his own worth to 
the organization. The sales manager is 
requested to grade his qualifications care- 
fully according to the following factors: 
1. Health and physical fitness for strenuous 
work; 2. Personality and character—force- 
fulness of speech, tact, and the .ability to 
win and hold confidence; 3. Mental alert- 
ness, the ability to grasp and solve prob- 
lems; 4. Education and experience; 5. In- 
dustry and executive ability—receptiveness 
to new ideas, analytical powers, and tenacity 
of purpose; 6. Personal appearance and 
manners. The American Salesman, May, 
1934, p. 11:5. 


Jobber Comes Back 


What of the future of distributive rela- 
tions and the jobbers’ place in the changing 
business picture? A consultant in research 
and marketing reveals that the jobber, “in 
spite of his own noble efforts to that end, 
has never been eliminated. The jobber is 
coming back in different industries with 
varying degrees of rapidity and complete- 
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ness. In some he may not come back at 
all to amount to anything; but that is ex- 
tremely unlikely if for no other reason 
than because traffic today and for some 
years to come will not stand the burden of 
getting along without him.” 

The completeness and rapidity of the 
jobbers’ return, it is pointed out, will be 
largely dependent on these factors: 1. The 
extent to which (in each industry) he does 
or does not continue to stand in his own 
light, attempting to play both ends against 
the middle; 2. The extent to which national 
legislation or party politics actually favors 
or oppresses the well-known “little fellow” 
—the independent—whose subsistence both 
sustains the jobber and presents the chief 
requirement for his service; 3. The extent 
to which short-sighted greed of the manu- 
facturer may be abated; 4, The intelli- 
gence with which the jobber’s function is 
defined in each industry, and the extent to 
which the definition is respected and ap- 
plied by both the jobber and the manufac- 
turer. By R. O. Eastman. Printers’ Ink, 
June 14, 1934, p. 7:6. 


How Far in 12 Months? 


A review of the first year’s accomplish- 
ments of the Drug Institute of America, 
Inc., by its President, who points out that 
the Institute has gone all the way in the 
twelve months, although its original mem- 
bership life was for eighteen months, ending 
January 1, 1935. The Institute was formed 
to further stabilization within the industry 
by providing a means and a contact point 
for discussion, exchange of ideas or a 
meeting of minds; and secondly, to endorse 
a means for checking actual stabilization 
progress through a fact-finding organiza- 
tion. With the endorsement of Merchan- 
dising Facts, Inc., a fact-finding body with 
its research headquarters in Washington, 
the Institute attained its second objective. 
Manufacturers, retailers, chain store oper- 
ators and wholesalers have, since the forma- 
tion of the Institute in May, 1933, met for 
exchange of ideas on their mutual problems. 
By Wheeler Sammons. The Red Barrel, 
June 15, 1934, p. 7:3. 
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Sales Promotion: Letters, House Organs, Advertising 


Seven Sales Promotion Ideas 


By means of a series of concentrated sell- 
ing campaigns on its home appliances, the 
General Electric Company is planning to 
open up new markets and develop new busi- 
ness in channels where known need of the 
product exists. 

A separate campaign has been launched 
for each of the following items: 1. Spe- 
cialty cleaners; 2. Cleaners handled as a 
store traffic item; 3. Electric fans; 4. Home 
Laundry equipment; 5. Ensemble items—an 
assortment of small heating appliances; 6. 
Electric clocks, and 7. Radios. 

In the case of each product, the company 
has worked out in detail plans for the 
demonstration, display, advertising and final 
sale. No individual who participates in the 
campaigns is forgotten—the distributor, dis- 
tributor’s salesman, the dealer, the dealer’s 
salesmen and the consumer are all con- 
sidered in the formation of the promotional 
programs. Printers’ Ink, July 5, 1934, p. 
45:3. 


It Pays to Ballyhoo 

Ballyhoo, which has made its entrance 
into the promotional program of the Crown 
Drug Company, Kansas City, within the 
past two years, is now a general feature 
of promotional activities, reports the ad- 
vertising manager of this organization. The 
initial ballyhoo sale, which brought 25,000 
customers and visitors into a new store on 
opening day, used mystery as its theme in 
advance advertising and display. 

The second and more elaborate ballyhoo 
promotion, a “Ship by Rail Sale,’ was 
chosen because of the city’s strategic posi- 
tion as a railroad center. Cooperation was 
offered by the railroad executives and pil- 
lars opposite the entrance door of the store 
were used to frame a realistic caboose end 
with lanterns, flags and a big sign, “Ship 
by Rail.” Good-will was further gained by 
direct mail circulars to railroad employees, 
although the merchandise in no manner 
reflected the sale idea. This theme was 
again repeated this spring, and the organi- 


zation has since followed its timely activi- 
ties with such sales as “Fair Week Sale,” 
“State House Sale,” and others. By A. F. 
Schliecker. Chain Store Age (Druggist 
Edition), June, 1934, p. 66:3. 


What Products Does the Druggist Push? 


A survey in eight metropolitan cities 
and their trade areas to determine what 
brands are recommended most extensively 
by druggists indicates that the majority of 
manufacturers of drug store products 
should make a more determined effort to 
make the druggist want to sell their goods, 
according to a report based on results of 
the investigation. When a customer is 
uncertain as to the brand desired, the drug- 
gist acts in a semi-professional role and 
his advice consequently carries more 
weight than that of the average grocer’s 
clerk, it is pointed out. Complete reports 
were received from 774 druggists, all of 
them independents or local chains. The 
survey touched upon eighteen classifications 
of drug store products. Johnson & John- 
son’s adhesive tape proved to be the most 
widely-pushed item, receiving the recom- 
mendation of 463 druggists—more than half 
of the number contacted. Sales Manage- 
ment, May 1, 1934, p. 420:4. 


What Advertising Means to You 


A symposium presenting the uses of ad- 
vertising in diversified industries and its 
value to the consumer, as told in an Adver- 
tising Clinic by eleven executives directing 
the advertising of their companies. Pre- 
sented at the thirtieth annual convention of 
the Advertising Federation of America, 
June 20, 1934. 13 pages. 


Advertising Success Story: Dr. Lyon’s 


Sales of Dr. Lyon’s tooth powder for 
1933 were double those of 1932. An in- 
crease of 200 per cent in the first quarter 
of 1934 is indicated over sales for the cor- 
responding period of 1933. The part that 
advertising has played in this record is dis- 
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cussed by the Vice-President and General 
Manager of the R. L. Watkins Company, 
makers of this dentifrice, who says: “Our 
success has been achieved because we sub- 
ordinated the advertising of our brand to 
the more important job of advertising tooth 
powder.” It was not until 1931 that the 
logotype, “Dr. Lyon’s Tooth Powder,” was 
first featured. The advertising appeal is 
based primarily upon truth and the prin- 


Salesmanship 


The In’s and Out’s of Selling to 
Receivers 


This article points out that receivers can 
be sold—but to sell them you also have to 
sell the court, the owner of the equity, 
possibly a bondholders’ committee and all 
other parties involved and that it is advis- 
able to consult your lawyer about it, before 
proceeding too far with the sale. American 
Business, July, 1934, p. 19:4. 


Six Types of Buyers—and How to Sell 
Them 


The only way to discover the real na- 
ture of the buyer is to wait for him to 
reveal himself, points out the Director of 
Advertising and Merchandising, Mills Nov- 
elty Company, who advises the salesman 
to disarm his prospect, to make him lower 
his guard and express himself naturally. 
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ciple that the product must be right. In 
1929 the Dr. Lyon budget for advertis- 
ing was increased to $240,000; in 1930 to 
$360,000; in 1931 to $500,000; in 1932 to 
$550,000; in 1933 to $860,000, and in 1934 
to $1,500,000. Sixty-four radio stations 
and 500 newspapers are outstanding adver- 
tising media selected for the current year. 
By H. A. Weissman. Printers’ Ink, Aprii 
26, 1934, p. 7:5. 


The author describes certain characteris- 
tics by which the alert salesman may 
classify his customer. The types of buyers 
discussed are: 1. The scheming buyer, 


_who likes to believe that he is outwitting 


the salesman; 2. The man who delights 
in assuming a businesslike and up-to-date 
air and to whom the newness and modern 
features of the article should be stressed; 
3. The prospect who will buy almost any- 
thing which stimulates his pride of posses- 
sion; 4. The professional-buyer type who is 
very susceptible to the power of sugges- 
tion; 5. The bluffer or show-off type who 
responds readily to anything relating to 
his own importance, and 6. The self-made 
man, who is influenced by what he sees 
and hears and acts on evidence and testi- 
mony. By James Mangan. The American 
Salesman, April, 1934, p. 11:3. 


Salesmen: Selection, Training, Compensation 


“Psychologizing” the Store Manager 

Brass-tack psychological tests on funda- 
mentals to determine a man’s general 
knowledge, his quickness in simple mental 
activities, his manners, ambitions, honesty, 
common social and selling sensibilities, are 
used by The Burke Grocery Company in 
attacking their personnel problem in ad- 
vance. “The thing is, we ‘psychologize’ 
all our new men,” says the President of the 
53 stores comprising this chain. “We send 
a practical psychologist to check every new 
likely candidate for regular employment to 


see if he has store management stuff in him. 
This may sound ‘highbrow’ for the food 
industry, in which we operate our stores, 
but this is after all the simplest and most 
sensible application of good business to 
the sifting, hiring and training of store 
personnel. We thus get the right sort of 
men from the start.” The tests employed 
are written and oral and give the outside 
expert opportunity to see the applicant’s 
general knowledge based on his past school- 
ing and contacts. Other tests uncover the 
man’s spirit of friendliness and his cus- 
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tomer’s sense—reaction to people in the 
store. By Thomas W. Burke. Chain Store 
Age (Druggist Edition), June, 1934, p. 
75:3. 


Reviving Salesman Morale—A Recovery 
Problem 


According to the President, L. C. Smith 
& Corona Typewriters, Inc., loss of morale 
among workmen, salesmen and executives— 


Retailing 


Performance of Department Stores: 1933 


The following summary of department 
store performance gives the principal char- 
acteristics of typical store operations in 
1933: 1. The net profit of the typical small 
department store in 1933 was 1.3 per cent 
of sales; 2. The volume of sales in dollars 
for 1933 was 2.6 per cent less than in 1932; 
3. The physical volume of sales was less 
in 1933 than in 1932; 4. The original mark- 
up of 39.5 per cent was 1.2 per cent greater 
than in 1932 and was the largest annual 
mark-up for the small department store yet 
recorded; 5. The gross margin of 35.9 per 
cent in 1933 was also the largest typical 
gross margin in the records of the Bureau 
of Business Research ; 6. The typical mark- 
down in 1933 was 7.4 per cent, which was 
substantially below the mark-down of 11.4 
per cent in 1932; 7. Total expense de- 
creased from 37.0 per cent in 1932 to 34.6 
per cent in 1933; 8. In comparison of 1933 
with 1932, the increase in gross margin 
was considerably more important than the 
reduction in expense in making a net profit 
possible; 9. In comparison with pre-depres- 
sion years, department stores at the close 
of 1933 were burdened with new items of 
expense arising from sales taxes and code 
regulations; 10. Twenty-one departments 
earned a profit in 1933; 11. When the con- 
tribution which each department makes to 
the general overhead expense and net profit 
of total store is calculated, it is found that 
more than 20 per cent is contributed by 
three departments and approximately 50 
per cent by ten departments; 12. Depart- 
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a depression heritage—has made sound and 
adequate human engineering a leading 
problem today. With particular reference 
to the sales force, he discusses those poli- 
cies of his organization that have tended 
toward the maintenance of morale which, 
he states, is “founded on nothing less than 
mutual respect, goodwill, and willing co- 
operation.” By Hurlbut W. Smith. Execu- 
tives Service Bulletin, May, 1934, p. 5:2. 


ment stores closed the year 1933 with mer- 
chandise inventory in the best condition 
since the beginning of the depression; and 
13. The chief danger faced by the small 
department store is a continuation of the 
rapid rise in the level of prices which will 
make large increases in bank borrowing 
necessary to support the increased value of 
merchandise inventory. By Edgar H. Gault. 
University of Michigan Business Studies, 
Bureau of Business Research, 1934. 95 
pages. 


Branch Credit Checking 


The establishment of branch stores by 
many of the larger mercantile establish- 
ments has created a number of manage- 
ment problems one of which is the main- 
tenance of uniform credit service in all 


stores. One large organization has solved 
this problem by providing a means of in- 
stantaneous communication between the 
main store and the branch store. The de- 
vice is known as the telautograph. System 
and Business Management, June, 1934, p. 
291 :2. 


Department Leasing in Department 
' Stores 


A survey of department store leasing, 
evaluating the significance and marking the 
effectiveness of various types of centralized 
control. While this study shows an upward 
trend, in percentage of stores reporting, of 
from almost zero in 1890 to a level of 
60 per cent in 1930, department leasing ad- 
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vantages apparently are offset by its dis- 
advantages. 

Though leasing syndicates have found 
them to be satisfactorily accommodated, 
conflicting technicalities, found in a variety 
of stores, while not insurmountable, appear 
to have confused the status and checked an 
effective advance of such leasing, as well 
as of centralized control. It is the en- 
couragement of leasing syndicates, which as 
a first objective has but to overcome de- 


Industrial Marketing 


Industrial Selling 


Classifying industrial products according 
to three broad groups—maintenance prod- 
ucts, production products, and products used 
by other manufacturers in making their 
products—the author considers the market- 
ing problems of the industrial manufac- 
turer. Three principal methods of adver- 
tising parts are: 1. To the manufacturer 
who buys the part, such as the maker of a 
machine in which ball bearings are used; 
2. To the buyer of the product in which the 
part is used, such as to a radio manufac- 
turer, who might buy the product as a 
feature of his production equipment; and 
3. To the consuming public, such as where 
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partment store personnel opposition, that 
may further experimentation of department 
chain organization. 

Closing comments deal with an important 
experiment not yet attempted—the feasibi- 
bility of centralized operation of all impor- 
tant departments in a group of department 
stores, and weighs the successful possibili- 
ties of such a scheme. By Stanley F. Teele. 
Harvard University Graduate School of 
Business, October, 1933. 39 pages. 


a ball-bearing manufacturer might adver- 
tise to the public, telling of the electric 
fan manufacturers who yse his bearings 
and how the bearings improve the fans. 
All sellers of parts, if they advertise at 
all, are likely to use the first method of 
advertising, it is pointed out. The second 
type is often added at a later stage in the 
campaign, while the third type, or the ap- 
peal to the consumer public, is much rarer, 
although there is an increasing tendency 
toward its use. Specific instances in which 
one or all of the three forms of advertising 
have been used are cited. By John Allen 
Murphy. Printers’ Ink, July 5, 1934, p. 
65:4. 


Books Received 


Collective Bargaining in Chicago: 1929- 
1930. A Study of the Economic Signifi- 
cance of the Industrial Location of Trade- 
Unionism. By C. Lawrence Christenson. 
University of Chicago Press, Chicago, 
1933. 396 pages. $3.00. 


Cost Accounting. By Charles Reitell. In- 
ternational Textbook Co., Scranton, Pa., 
1933. 441 pages. 


International Politics. By Frederick L. 
Schuman. McGraw-Hill Book Co., New 
York, 1933. 922 pages. $4.00. 


Your Government. By Wallace S. Sayre. 
Harper & Bros., New York, 1932. 125 
pages. $1.25. 


Everyday Law. Handy Legal Guide for 
Business Men. Revised by Morris 
Streusand. Multi-Topic Publishing Co., 
New York, 1932. 58 pages. 35c. 


Bolshevism, Fascism, and Capitalism. By 
George S. Counts, Luigi Villari, Malcolm 
C. Rorty, and Newton D. Baker. Yale 
University Press, New Haven, 1932. 274 
pages. $2.50. 


Handbook of Business Correspondence. 
By John C. McCloskey. Prentice-Hall, 
New York, 1932. 467 pages. $1.50. 


Cases on American Business Law. By 
A. B. Frey. Macmillan, New York, 1932. 
279 pages. $1.90. 
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British Industries and Their Organiza- 
tion. By G. C. Allen. Longmans, Green 
and Co., New York and London, 1933. 
338 pages. 


Citizens’ Organizations and the Civic 
Training of Youth. By Bessie Louise 
Pierce. Charles Scribner’s Sons, New 
York, 1933. 428 pages. $2.00. 


The World War Veterans and the Fed- 
eral Treasury. National Industrial Con- 
ference Board, Inc., New York, 1933. 77 
pages. $2.00. 

Branch, Group and Chain Banking. By 
Gaines Thomson Cartinhour. Macmillan, 
New York, 1931. 351 pages. $4.50. 
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Bankers’ Gold. By Edgar Lawrence Smith. 
Simon and Schuster, New York, 1933. 
154 pages. $1.50. 


City Manager Yearbook—1933. Edited 
by Clarence E. Ridley and Orin F. Nolt- 
ing. The International City Managers’ 
Association, Chicago, 1933. 356 pages. 


The Bankers Guide Book. By W. R. 
Morehouse. Bankers Guide Book Pub- 
lishing Co., Los Angeles, 1932. 1070 
pages. $5.00 (Introductory edition). 
Subsequent editions, $10.00 per copy. 


Gold, Glut, and Government. By P. J. 


M. Larrafiaga. George Ailen & Unwin, 
Ltd., London, 1932. 191 pages, 6s net. 
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Cost and Production Handbook. By 
L. P. Alford, Editor, and a Staff of 80 
Collaborating Experts. The Ronald 
Press Company, New York, 1934. 1544 
pages. $7.50. 

This volume is a development from 
“Management’s Handbook,” published 
about ten years ago, but has been re- 
stricted to cost and production factors in 
manufacturing operations only, although, 
within these limits, it has been greatly 
expanded in detail. 

The 28 separate sections of the text 
cover statements and reports, production 
and expense budgets, factory organization, 
measures of factory performance, produc- 
tion planning and control, simplification 
and standardization, purchasing, raw ma- 
terials estimating, inventory control and 
storekeeping, job and methods standardi- 
zation, rate setting, incentive plans, time- 
keeping and payroll procedure, buildings 
and fixed equipment, - machinery, small 
tools, handling materials, plant and serv- 
ice costs, cost accounting methods, stand- 
ard costs, cost analysis, depreciation and 
obsolescence, estimating product cost, de- 
velopment and research principles of in- 
dustrial engineering, labor, operating 
charts, and symbols and classifications. 


The index seems adequate and well ar- 
ranged. 

On the whole, the editor and his staff 
of collaborators appear to have surmounted 
the initial obstacles in the way of creating 
a true handbook for their chosen field. As 
the volume now stands it should serve 
as an excellent first approach to the sub- 
jects covered, and its usefulness is greatly 
increased by extensive references to other 
literature. 

It is to be hoped that the editorial staff 
and the publishers will persist in keeping 
the text up to date through successive edi- 
tions at adequately frequent intervals. The 
scope of the volume is so great as to sug- 
gest the need for annual supplements as 
an intermediate step between completely 
revised issues. 

M. C. R. 


The Coming American Revolution. By 
George Soule. The Macmillan Com- 
pany, New York, 1934. 314 pages. 
$2.50. 

This book examines briefly past revolu- 
tions to determine what they really were 
like and how they occurred. It sets forth 
a series of tests by which the approach of 
a revolutionary period may be predicted. 
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It then reviews the recent history of the 
United States to see what these tests in- 
dicate. Changes in material conditions, 
in the structure of business and commerce, 
in accepted political and economic theories, 
shifts in loyalties, growth in the power 
of some classes and decline in the powers 
of others, are examined. 

The depression is set in its social back- 
ground. The policies of the Hoover ad- 
ministration and of the Roosevelt admin- 
istration are analyzed, not merely as tech- 
nical devices to bring “recovery” but as 
parts of a great historical process of 
change. An estimate is made concerning 
developments that are likely to come. 


New Careers for Youth—Today’s Job 
Outlook for Men and Women From 
Seventeen to Thirty-Two. By Walter 
B. Pitkin. Simon and Schuster, New 
York, 1934. 236 pages. $1.50. 


In the last five years hundreds of thou- 
sands of young people have lost jobs 


through no fault of their own. Hundreds 
of thousands of graduates have graduated 
into a world which seems to offer them 
nothing. Mr. Pitkin discusses in this 
book the changing opportunities in ninety- 
five fields of work. One section is devoted 
to the “over-crowded” fields, more than a 
score of them, many of which the young 
seeker is warned to avoid and in others 
to watch his chance and develop his own 
specialty. A rather hopeful outlook is 
found in a good many lines more or less 
new and offering unexpected opportunities 
of unusual sorts. In preparation for the 
book, five hundred key executives and ex- 
perts were interviewed in the major fields 
discussed. 


Census of Manufactures: 1929, Vol. I. 
Superintendent of Documents, Govern- 
ment Printing Office, Washington, D. C. 
345 pages. $1.75. 

A general report giving statistics by sub- 
jects for the United States as a whole 
by industries and by states. 

The volume is divided into ten chapters 
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as follows: General Explanation; General 
Summary; Personnel; Size of Establish- 
ments; Type of Organization; Power 
Equipment; Fuel and Purchased Electric 
Energy Consumed; Industry Groups; 
Areas, Counties, and Cities; and General 
Statistics in Detail. 


The Quest for Security. By I. M. 
Rubinow. Henry Holt and Company, 
New York, 1934. 638 pages. $3.50. 


With the troubles of the last few years 
have come an uncomfortable knowledge 
of the effects of accident, sickness, old age 
and unemployment for the wage-earner 
on our standards of living and our society 
as a whole, and an increasing realization 
of the necessity of minimizing such ef- 
fects through some kind of social insur- 
ance. The author discusses the problems 
involved. By way of providing the neces- 
sary background he gives the various plans 
which have been tried in Europe, and in 
this country, and tells of the results. He 
outlines different proposals and presents 
the arguments for and against. 


America’s Capacity to Produce. Edwin 
G. Nourse and Associates. The Brook- 
ings Institution, Washington, 1934. 608 
pages. $3.50. 

That the producing plant and labor 
force of the United States are capable of 
maintaining production levels substantially 
above those attained in the past, is the 
conclusion arrived at by the economic staff 
of the Brookings Institution after a two- 
year study of America’s capacity to pro- 
duce. 

The report is the first volume in a 
series of four studies dealing with the dis- 
tribution of wealth and income in rela- 
tion to economic progress in the United 
States. 

The present volume based on what was 
actually accomplished by the major indus- 
tries of the country during the period from 
1900 to 1930, and in particular the years 
from 1925 to 1929, presents the conclusion 
that in 1929, the year of our highest pros- 
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perity, every important branch : of indus- 
try had a substantial “labor slack” amount- 
ing in all to the full time of 7,000,000 
workers. This, it is claimed, is almost the 
exact amount of labor which would be 
required to run estimated plant capacity to 
its fullest extent. In terms of national 
product this under-employment of indus- 
try and men would be equivalent to about 
20 per cent of the total output. 

It is pointed out that still greater pro- 
duction could be secured if all producers 
could be brought up to the standard of the 
most efficient, and further gains may 
naturally be expected from new inventions 
and discoveries, and the general march 
of technological progress. 

Merely by using the resources available, 
the report states, it would have been possi- 
ble to realize in 1929 the equivalent of 
$15,000,000,000 of additional national in- 
come. This, states the report, would have 
been enough to bring. the 16.4 million 
families whose incomes were less than 
$2,000 in 1929 up to that level. 


German Business Cyéles, 1924-1933. By 
Carl T. Schmidt. National Bureau of 
Economic Research, New York, 1934. 
283 pages. $2.50. 

The German post-war experience is an- 
alyzed statistically through the use of the 
measurements of business cycles devised 
by the National Bureau of Economic Re- 
search, 

The cyclical swings in the rationalized 
German economy of the post-war decade 
prove to be greater than before the war; 
the upswings are shorter and sharper and 
the declines more prolonged and deeper. 
The business of the highly planned German 
economy curve declines*in’ the present de- 
pression just as badly as in other countries 
and the fact that many prices are con- 
trolled does not alter conditions; in fact, 
the author suggests that it may have made 
the general downward stampede even 
worse, ‘although he adds, it is difficult to 
verify this statistically. Thus the highly 
rationalized and partially planned eco- 
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nomic - activities of Germany result, ac- 
cording ‘to this study, in’ sharper booms and 
deeper depressions. 


The Boiling Point: Will War Come 
in Europe? By H. R. Knickerbocker, 
Farrar & Rinehart, Inc., New York, 
1934. 267 pages. $2.50. 
“Jammed into a space one-third smaller 

than the United States, Europe has six 
million men in uniform parading its streets, 
patrolling its roads, doing sentry duty 
on its borders, maneuvering and fighting 
sham battles.” 

In’ search of an answer to the question, 
“Will war come in Europe?” the author, 
foreign correspondent for the Hearst syn- 
dicate, has gone to the seat of numerous 
European conflicts, investigated them and 
sought to determine the significance of 
Hitler’s coming to power. 

The following men when interviewed 
spoke for publication. They weighed 
their words on the side of caution. 

President Masaryk of Czechoslovakia 
said: “‘There will be no war because 
there is no money’.” 

King Alexander of Jugoslavia said: 
“‘*No war will start in the Balkans’.” 

“Chancellor Dollfuss of Austria said the 
peace of Europe depends on the independ- 
ence of Austria.” 

Mussolini said: “‘Peace for ten years’.” 

Winston Churchill, in the House of Com- 
mons, said: “‘I dread the day. It is not 
far distant. It is perhaps only a year, 
or perhaps eighteen months distant’.” 


Economic Reconstruction: Report of 
the Columbia University Commission. 
Columbia University Press, New York, 
1934. 250 pages. $3.00. 


This book represents the findings of a 
commission which set forth in the teeth of 
the depression to ascertain the cause of the 
depression and to make recommendations 
for the future. It has not hesitated to ap- 
prove or condemn and to make specific 
and concise recommendations. In general 
it is sympathetic towards our current 
activities. 





